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tax burden intervenes. The "'transfer crisis" arises
from exogenous causes.1
Xow there can be no doubt that this distinction is
not always easy to draw. In some cases there may be
a functional connection between rates of reiiHinera-
tion and increments of the quantity and the quality
of the working population. How is this to be re-
garded? So far as the response is concerned, it is
endogenous. But so far as the configuration of the
market demand is concerned, it is exogenous. Xew
people with new scales of relative valuation appear.
Again, as Professor Knight has often pointed out, the
situation is further complicated by the fact that in
some societies there exist definite financial incentives
to certain individuals to produce changes in the data.
Resources are devoted to changing technical know-
ledge by research, and the tastes of economic subjects
by persuasion. In respect of such changes the distinc-
tion is difficult to apply. We must admit that the
system is "open". Nevertheless, over a large part of
the field the classification is intelligible enough and a
positive aid to clear thinking. Until matters have been
clarified very much farther its retention seems
essential.
1 Professor Souter says that words fail him to describe the type of
mind that takes any pleasure in drawing such distinctions (ojp* cit.t p. 139).
But surely, methodological considerations apart, there are very solid reasons
of convenience for observing them. I venture to suggest that if Professor
Souter had been asked to advise any Government on such questions there
would have come a point at which, having diagnosed the "economic" fiactors,,
he would have turned and said, "But then, of course, there is the politicai
problem; will people stand it?" And he might hare added with CantiUon,
"But that is not my business". Or, as true bine Hegelian, taking all know-
ledge for his province, he might have then launched forth on a disquisition
of what is and what is not politically possible. But he would have made the
distinction. Exactly how he labelled it we might argue about in a friendly
way afterwards.
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